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INVESTIGATIVE DIVISION REPORT 


TO: Arizona State Veterinary Medical Examining Board 
FROM: Investigative Division 
RE: Case: 20-63 


Complainant(s}: Arizona State Veterinary Medical Examining Board 
Respondent(s}: Phalen Smith, DVM (License: 4832) 


SUMMARY: APPLICABLE STATUTES AND RULES: 
Complaint Received at Board Office: 1/15/20 Laws as Amended August 2018 
Board Discussion: 5/20/20 (Lime Green); Rules as Revised 


September 2013 (Yellow) 


On January 15, 2020, After reviewing case 20-43, In Re: Michelle McDonough, CVT, the 
Board voted to open an investigation regarding responsible veterinarian, Phalen Smith, DVM, 
with respect to her responsibility in ensuring controlled substances and controlled substance 
logs were properly maintained. 


20-63, PHALEN Smi!TH, DVM 


PROPOSED ‘FINDINGS of FACT’: 


Case 20-43, CVT McDonough: 


1. On October 23, 2019, Ms. Kimberly Davis, Practice Manager for Crossroads Veterinary Hospital, 
called the Board office reporting that a former employee, CVT McDonough, was suspected of 
obtaining controlled substances from the premises. The suspicion was due to the many 
discrepancies, for many years, in logging controlled substances in the controlled substance drug 
logs. CVT McDonough was the employee that was in charge of ensuring the controlled drug 
logs were maintained. 


2. Ms. Davis was hired in September 2019. She began auditing the controlled drug logs and 
found discrepancies, initially with Telazol. When Ms. Davis asked CVT McDonough about the 
discrepancies, CVT McDonough cited hub loss as being the reason. Ms. Davis said that she 
looked at the other logs and found more discrepancies. 


3. On October 23, 2019, according to CVT McDonough, she was confronted by Ms. Davis about 
the controlled substance logs being off. Sne explained how she was trained on how to 
document and manage the logs. When CVT McDonough asked to see the original logs and all 
the pages, Ms. Davis would not let her view them. CVT McDonough was advised that she was 
being placed on suspension and to return to work the following day for a meeting. CVT 
McDonough resigned as she was insulted, and her integrity was questioned by a new manager 
that only knew her for one month and her medical director was not present when she was 
confronted. 


4, Ms. Davis advised that she reported the missing controlled substances to DEA, filed a form 106 
listing all the controlled substances in question and filed a police report with local law 
enforcement. Law enforcement contacted CVT McDonough regarding the missing drugs; CVT 
McDonough denied involvement and stated that anyone could have taken the drugs. No 
information was found with respect to CVT McDonough being charged for the missing 
controlled drugs. The police report obtained reads that the case is “inactive.” 


5. Ms. Davis reported that CVT McDonough's behavior was unusual at times. However, Ms. Davis 
only knew CVT McDonough for a month prior to her resignation. 


6. CVT McDonough stated that there were approximately 5 to 6 employees, including doctors 
and technical staff that had access to the controlled substances. On days when she was out of 
the office, she would return to sticky notes saying bottles were empty or some staff and doctors 
making entries into the logs. 


7. Inreview of the controlled substance logs, there were some mathematical errors. Additionally, 
it does not appear there were audits conducted on a regular basis. 


8.On January 14, 2020, Board staff spoke to Ms. Davis regarding the responsible veterinarian, Dr. 
Phalen Smith, and her role in ensuring the controlled substance logs were properly maintained 
and routine audits being conducted. Ms. Davis was unaware of when audits were conducted 
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prior to her employment. She stated that the previous hospital manager, CVT Krista Parks-Daniels, 


also had access to the controlled substances and it was her responsibility to not only inventory 
but to reconcile the controlled substances. 


9. After further review, Ms. Davis reported that inventories were conducted on VetData online, 
which she does not have access to any previous reports prior to her employment. She did not 
know if any of the inventories conducted were documented in the written controlled substance 
logs submitted. 


10. Ms. Davis advised that she found animals that had received controlled substances 
according to the computer and drug log, but the drugs were not documented in the medical 
record. When asked.to supply that information with the corresponding medical records, she 
explained that she did not write that information down and would need to go back and find 
them again. According to Ms. Davis, she calculated the type and amount of drug and 
documented it on the DEA form 106, but did not keep the pet's information. Ms. Davis submitted 
additional information for the Boarad’s review. 


11. CVT McDonough submitted statements from two CVTs for moral character references. One is 
from Ashley Bundrick, who is currently employed at Crossroads Veterinary Hospital. 


12. On January 15, 2020, the Board reviewed the matter; CVT McDonough was present, made 
statements and answered questions. After discussion and consideration, the Board tabled the 
matter and opened. an investigation regarding the responsible veterinarian for Crossroads 
Animal Hospital, Phalen Smith, DVM, with respect to her responsibility as responsible veterinarian 
to ensure controlled substances and controlled substance logs were properly maintained. 


20-63, DVM P. SMITH (Respondent): 


13. On January 29, 2020, Respondent was sent a Letter of Inquiry notifying her of the open 
investigation and requesting information surrounding the allegations that CVT McDonough had 
diverted controlled substances from her premises. 


14. On February 20, 2020, Respondent submitted her response to the investigation. 


15. On October 17, 2019, according to Respondent, an associate veterinarian brought her a 
bottle of TIDex (Telazol/Butorphanol/Dexmedotomidine) that she had just emptied, along with 
the controlled drug log. The log indicated that the bottle should not be empty therefore 
Respondent reviewed the log. Due to a discrepancy noted, Respondent looked back at the 
other logs for TDex and noticed that some logs had small discrepancies and some had larger 
discrepancies. Respondent became concerned that the issue was larger than they knew. 


16. Respondent stated that CVT McDonough was her Surgical Manager and primary person 
responsible for logging controlled substances and would have had an obligation to inform her of 
any discrepancies or any issues with reconciliations of the injectable drugs, like she had in the 
past. On this day, CVT McDonough was not in the office. 
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17. Respondent and her office manager, Ms. Davis, went through the other injectable controlled 
substance logs. Zeros were noted on all bottles and confirmed empty by CVT McDonough, 
indicated by her notations at the end of the logs. There were no reconciliations on the logs and 
the math was not performed to show the discrepancies. Over the next few days the controlled 
drug logs were reviewed. 


18. On October 21, 2019, a plan was made to discuss the issues with CVT McDonough directly 
and would be placed on suspension until they could fully examine the scope of the issue. CVT 
McDonough had already left for the day, therefore the following day (10/22) she was placed on 
suspension pending further inquiry. After CVT McDonough was placed on suspension, the DEA 
was contacted to let them know about their suspicions and that the scope of the missing drugs 
was not yet known; they could not provide an accurate quantity at that time. Local law 
enforcement and the Board were also notified. 


19. On October 23, 2019, CVT McDonough resigned. 


20. Ms. Davis reconciled every bottle from every log available and created a spreadsheet of 
what was not accounted for on the controlled drug log vs the inventory system in Cornerstone vs 
the patient's medical record. 


21. Respondent relayed that she did not know what happened to the medications however she 
knew that CVT McDonough knew her responsibilities and did not complete them or follow 
through with notifying Respondent of any discrepancies. Respondent's previous office manager, 
CVT Krista Parks, was also in charge of inventory counts and did not report any discrepancies to 
Respondent. Respondent entrusted these duties to her management staff. 


22. At the time, ten people had access to the controlled substances, which included four 
veterinarians and six staff members; they were called key holders. Ten other staff members had 
access to controlled substances when in use but were not authorized key holders. 


23. Respondent listed a few examples of evidence throughout the past few years of the 
mishandling of controlled substance logs and entries into the patient's medical records. These 
included midazolam, ketamine, hydromorphone, tramadol, torbutrol, diazepam, telazol, 
buprenorphine, and euthasol. 


24. In August 2019, Respondent went to a CE course and modified their controlled drug log 
policy to fit with the changes. She assigned specific key holders to perform various tasks for a 
better checks and balances system. CVT McDonough was still in charge of drawing up and 
logging while she was in the clinic and all logs were returned to CVT McDonough when bottles 
were emptied for her to review, reconcile and file. Another staff member was taught to 
reconcile by CVT McDonough if the inventory counts were off, they wanted someone else to be 
able to find missing logs immediately. 


25. Respondent commented that CVT McDonough worked with Respondent for almost 10 years 
and had been responsible for the controlled drug logs before Respondent became medical 
director in 2015. Respondent had no reason to suspect that CVT McDonough was not fulfilling 
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her role in logging the controlled substances. Managing controlled substances is a large job and 
is traditionally placed in the hands of employees veterinarians know and trust. Respondent 
trusted and relied on her management staff, both CVT McDonough and CVT Parks. 


26. Respondent continued that they have no direct evidence that CVT McDonough stole or took 
the medications with discrepancies. She does know that the paperwork was not done correctly 
despite her being fully aware of what was expected of her. According to Respondent, CVT 
McDonough was at the very least not performing her duties as she should. There were patients 
on the logs that their medical records do not indicate that they received that amount of 
medication or even that medication at all on that day. 


27. Respondent explained that controlled drug inventories and logs have had no major 
discrepancies since CVT McDonough has left the premises. She realizes that this may be due fo 
changes implemented as well as the heightened awareness and vigilance. Few employees 
have been present the entire time including herself and another veterinarian. At the very least, 
the medications were poorly accounted for due to logging errors and lack of reconciliation and 
reporting inventory issues. 


28. Respondent could not identify how long the issue had been present as they only have logs 
since 2016. The logs with discrepancies and not reconciled go back to March 2016 with telazol. 
There are reconciliations after 2016 and for other bottles of telazol, so reconciliations by CVT 
McDonough were not consistently disregarded. 


29, According to Respondent, the controlled substances were inventoried quarterly and 
conducted by CVT McDonough and CVT Parks until August 27, 2019. The inventories were 
entered as quantities on hand and saved in their VetData software. Respondent was never 
informed that any discrepancies existed between the controlled drug logs, the inventory 
obtained on those dates and the amounts VetData expected them to have. In September 2019, 
Respondent became involved directly in the actual inventory counts of the controlled 
substances when they were drawn up by staff member, Ms. Weightman, after learning new 
information at a CE course. 


30. Respondent relayed that the original copy of the DEA Form 106 is not available due to the 
DEA systems do not allow for it. The additions made to the Amended Version were the additions 
of the multiple drugs involved as the original only included one as we were unaware that we 
were supposed to put multiple drugs on the same report. The system only allows for one report 
per date of loss so an amendment was required. Ms. Davis calculated the value to the best of 
her ability. ; 


The information contained in this report was obtained from the case file, which includes fhe 
complaint, the respondent's response, any consulting veterinarian or wifness input, and any 
other sources used to gather information for the investigation. 


The following is my account of the events that led to the report of possible divergence of controlled 
substances to the DEA, Gilbert P.D. and Arizona State Veterinary Board as required by DEA Article 21 
Part 1301: : 


On October 17, 2019 one of my staff members (likely Dr Garza as she emptied the bottle herself 
according to the log but | don’t remember specifically) presented a controlled drug log to me for a bottle 
of Telazol/Dexmedotomidine/and Butorphanol (referred to as TTTDEX- Bottle 17 (2019)) that she had 
noted to be empty, however, the log indicated that the bottle should not be empty. | thanked her for 
bringing it to my attention. When | reviewed the log, nothing appeared out of the ordinary except the 
ending balance when the math was computed was 0.42 mls out of a5 ml bottle. | would normally have 
asked my Surgical Manager and CVT Michelle to then reconcile the bottle as this was part of her position 
and our routine working relationship. Michelle was not working at that time so | figured | would take a 
look. First, | reviewed the calculations on the log and no math errors were evident. | reconciled the log 
with the Inventory report found in our Cornerstone system to compare each entry with what was noted 
as taken out of inventory in Cornerstone. As | recall there were no missed logs found. Then | went to 
compare this bottle to the balance of previous bottles as | needed to see if this was a reasonable 
amount of “hub loss” which would be consistent across bottles or if this was a true discrepancy. I let my 
office manager, Kimberly know what | was doing as | had to go to her office to obtain the previous logs 
for TTDEX. When I pulled the previous logs Kimberly and | noted that the logs appeared to have 
notations | had not seen before including a “waste Hub” entered by Michelle of 0.5 mls which | 
corrected by drawing a single line through this entry and initialing. | had not seen this type of entry on 
our logs before and Michelle had not asked or discussed a way to calculate hub loss with me previously. 
| thought it odd and that | would need to ask her about it when she returned to the office. The previous 
bottles indicated that the calculated ending balance was zero, however, when examined more closely 
the math was not actually performed to show what the actual discrepancy was. The next most recent 
bottle- TTDEX bottle 19 (2019) had a calculated balance of -0.08 mls when | did the calculation. Both 
Kimberly and | thought that the lack of math calculation at the end of the log was odd so we kept 
looking into the rest of the TTDEX logs and noted that some had very small discrepancies (i.e. -0.08) 
when the math was calculated and others had much larger discrepancies (i.e. 1.07 mls). Furthermore, no 
signs of reconciliation were noted on any of the logs, not even those with larger discrepancies. This gave 
me a sinking feeling and | immediately became concerned that the issue was larger than we knew. 
Certainly, Michelle as my Surgical Manager and primary person responsible for logging controlled 
substances would have had an obligation to inform me of any discrepancies or any issues with 
reconciliations of our injectable drugs. In fact she had informed me previously of a concern (a loss of an 
entire Hydromorphone bottle in the garbage previously reported to DEA on a Form 106) but that was 
several years before. | typically heard immediately when a tablet bottle was off because Michelle would 
complain about having to hunt down the missed log entries (aka reconcile) and | had to remind my 
Doctors and authorized key holders to make sure the log was completed as they.were counted out by 
the doctors and another authorized key holders if Michelle was not in the office. 


As Kimberly and | started to look into the remainder of the controlled injectable logs, we 
became alarmed. Zeros were noted on all bottles as the final calculations and confirmed empty by 
Michelle- indicated by her notations at the end of the logs. Not only were there no reconciliations 
evident on the logs with larger discrepancies but the math wasn’t even performed to show the 
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discrepancy. At first glance, the logs look flush. Upon further inspection the logs were not properly filled 
out. Kimberly and | were mortified. Why hadn’t this been done? Why wouldn’t she have told me about 
at least the larger discrepancies so | could help her reconcile the bottles if needed and address any 
issues if that was indeed the case. These were the questions running through our minds. | had trusted 
Michelle with this important part of the practice and | felt betrayed, confused, and alarmed. 


Over the next few days we reviewed the injectable controlled drug logs and the tablet forms of 
controlled drug logs. Reconciliations were present on bottles of tablets and when the bottles were 
noted to be empty and the math was calculated. However, the more closely we examined the logs and 
organized them in order of year and bottle (which they were not filed in this way by Michelle); we found 
that entire logs were missing- if the numbering was indeed correct. | referred to this as the beginning of 
a rabbit hole as the more we looked, the worse it got. 


A plan was made after discussing our findings with our regional manager Emily that we would 
need to discuss these issues with Michelle directly and until we could fully examine the scope of the 
issue (i.e. how much was actually missing) and a time could be arranged for all of us to be present 
(Michelle, myself, Kimberly, and Emily), she would be put on suspension. This was Monday October 21* 
and she had already left for the day. 


On Tuesday October 22%, Michelle was put on suspension pending further inquiry. Kimberly was 
present for that conversation with Michelle so | cannot speak to what was said. Our meeting was to be 
on Wednesday October 23%, 2019 at 12:30pm. Kimberly had researched the information for reporting 
the DEA and started the reports on October 22, 2019 with my permission as the DEA regulations require 
we do so within one business day and recommend notifying local law enforcement and state regulatory 
agencies. The DEA articles indicate that if the registrant is unsure whether a loss is significant to file the 
report and that is what we did. When she contacted Brian at the DEA local office, she explained that the 
scope was not yet known since there were no reconciliations performed and therefore we were unable 
to provide an accurate quantity as of yet. We did not and still do not know what happened to the 
medications but we do know that Michelle did not fulfill her responsibilities as the Surgical Manager and 
primary person in charge of the controlled drug logs by not reconciling the logs appropriately or 
notifying me or our previous office manager of any discrepancies. 


On Wednesday October 23rd, 2019 Kimberly received an email from Michelle that she had resigned and 
would not be attending our meeting. Kimberly sent the letter of notification to the Board and contacted 
Mark Hanna at the Gilbert Police Department again as per guidance from the DEA contact Brian. 


Over the next days to weeks we examined every Controlled drug log in our files for each injectable and 
each bottle of tablets and further discrepancies were found. Kim reconciled every bottle from every log 
available and created a spreadsheet based off of what was not accounted for on the controlled drug log 
vs in the inventory system of cornerstone vs the patient’s medical record. Please see copy of this excel 
spreadsheet entitled End Counts. 


| was deeply concerned. 


Where were the missing logs? Shred by mistake by Michelle who had relatively recently gone 
through logs to make room in filing cabinet? She was well aware that they needed to be kept for 
two years. 


Why weren't these discrepancies reported to me? She had reported previous discrepancies of 
tablets and we instituted a change of double counting to assure it improved? Why wouldn’t she 
have informed me or Krista so we could address the issues? 


Why weren’t the logs reconciled? It was clear to me that Michelle was not only aware of her 
responsibility to reconcile these logs but also how to reconcile these logs as she was teaching 
another Key Holder and surgical technician how to do it just a few months before this issue was 
found on a bottle of Tramadol. 


Why weren't the missing quantities found on our inventories from previous years? Pet Vet Care 
Centers requires us to do physical inventories on all medications and supplies every 3 months 
(Quarterly). It is clear that the logs did not equal what was on hand based on what | have seen 
of the logs. Michelle and my previous office manager Krista Parks, CVT were in charge of 
inventory counts and since discrepancies were not reported or even mentioned to me, | was 
unaware that the inventories were so far off. | entrusted these duties to my management staff 
(Michelle and Krista) and as far as | knew they were being performed properly. 


Again, | don’t know what if anything happened to the medications, but | do know that Michelle knew her 
responsibilities and did not complete them or follow through with notifying me of any discrepancies. At 
the very least she did not uphold her responsibilities of maintaining the logs as she was trained to do. | 
am also at a loss for why my previous office manager would not have raised concerns when overseeing 
the inventories done at that time. | had worked with and trusted Michelle for almost 10 years prior to 
this occurring and | have no explanation for her behavior. | feel mislead, betrayed, confused and 
frustrated. 


Since the discovery of these issues we have instituted changes in our Controlled Drug Policy. | have 
outlined our policy as requested in a separate document. We had already begun updating our protocols 
since my CE at the end of 2018 but we made even more drastic changes since the incident. These 
changes were reported to Brian at our local DEA office and he noted them to be not only appropriate 
but above and beyond. 


We have continued a weekly inventory of all controlled substances to attempt to avoid a loss going 
unnoticed between quarterly inventories and | am notified of every inventory status weekly and am 
present when the injectable drugs are physically drawn up instead of weighed each quarter. We have 
continued to separate duties to some degree as far as staff. Instead of one person in charge of many 
aspects like Michelle was, we have a separate person order, a separate person complete inventories, 
and a separate person review all logs when bottles are emptied to perform reconciliations. We have 
added a lock box to our surgical station desk to add another layer of security while the drugs are in use 
for daily surgeries. My hope is to prevent this type of paperwork rabbit hole from ever happening again. 
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Phalen Smith, DVM 
ADDRESS ON FILE 


LETTER OF CONCERN - 20-63 - In Re: Phalen Smith, DVM 


Dear Dr. Smith: 


At its meeting on May 20, 2020, the Arizona State Veterinary Medical Examining Board considered 
information presented in the complaint case opened by the Board regarding issues with the 
controlled substance logs at Crossroads Veterinary Hospital (license #R2511). 


In each case, the Board considers the situation and the professional's response, as well as all 
relevant information. In this matter, after review and discussion, the Board voted to issue you a 
Letter of Concern pursuant to A.R.S. § 32-2234(D). This Letter of Concern is based on the need for 
you to ensure that proper oversight of the hospital's policies and procedures related to the 
tracking of controlled substances occurs. As the Responsible Veterinarian of the hospital and U.S. 
Drug Enforcement Agency (DEA) registrant, you are responsible for compliance by the hospital 
related to the maintenance of accurate controlled substance inventory logs and 
administration/dispensing logs. 


A Letter of Concern is defined in A.R.S. § 32-2201(12) as “...an advisory letter to notify a 
veterinarian that, while there is insufficient evidence to support disciplinary action about certain 
aspects of the case, the Board believes the veterinarian should modify or eliminate certain 
practices and that continuation of the activities that led to the information being submitted to the 
Board may result in action against the veterinarian’s license.” 


We hope you will take this advisory letter in the spirit that it is intended to avoid any other potential 
violations in the future. 


Respectfully, 
FOR THE BOARD 


James Loughead 
Chairman 


